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Veterans Bond Act of 1988
Official Title and Summary Prepared by the Attorney General
\'ETERA:\S BO:\,D ACT OF 1988. This act prO\ides for a bond issue of five hundred ten million dollars (851OJ)OO.OOO',
to provide farm and home aid for California veterans,
Final Vote Cast by the Legislature on AB 69 (Proposition 76)
Assembly: Aves 77
:\oes 0

Senate: Ayes 32
:\oes 1

Analysis by the Legislative Analyst
Background
Since 1921. the voters have approved a total of about
86.6 billion of general obligation bond sales to finance the
veterans' farm and home purchase (Cal-Vet) program.
"General obligation" bonds are backed fully by the state,
meaning that the state will use its taxing power to assure
that enough money is available to payoff the bonds.
The money from these bond sales is used by the
Departmen t of Veterans Affairs to purchase farms,
homes, and mobilehomes which are then resold to California veterans. Each participating veteran makes
monthly payments to the department. These payments
are in an amount sufficient to (1) reimburse the department for its costs in purchasing the farm, home, or
mobilehome. (2) cover all costs resulting from the sale of
the bonds. including interest on the bonds, and (3 i cover
the costs of operating the program.
Because the state is able to borrow at interest rates that
are well below those charged to individuals, the veteran's
monthly payments under this program are less than what
they otherwise would be.
Proposal
This proposition would authorize the state to sell 8510
million in general obligation bonds for the Cal-Vet program. The Department of Veterans Affairs advises that

these bonds would provide sufficient funds to enable
about 6,300 additional veterans to participate.
Fiscal Effect
Direct Cost of Paying Off the Bonds. The bonds
authorized by this measure probably would be paid off
over a period of up to 25 years. Assuming all of the
authorized bonds are sold at an interest rate of 7.5
percent, the cost would be about 81.1 billion to payoff
both the principal (8510 million) and interest (about 8610
million). The average payment for principal and interest
would be about 845 million per year.
Throughout its history, the Cal-Vet program has been
totally supported by the participating veterans, a
direct cost to the taxpayer. However, if the paymeu
made by those veterans participating in the program do
not fully cover the principal and interest payments on the
bonds, the state's taxpayers would pay the difference.
Borrowing Costs for Other Bonds. By increasing the
amount which the state borrows, this measure mav,cause
the state and local governments to pay more under other
bond programs. These costs cannot be estimated.
Impact on State Revenues. The people who buy these
bonds are not required to pay state income tax on the
interest they earn. Therefore, if California taxpayers buy
these bonds instead of making other taxable investments,
the state would collect less taxes. This loss of revenue
cannot be estimated.
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T ext of Proposed Law
This law proposea by Assemblv Bill 69 (Statutes of 1988, Ch. 26) is
submitted to the people In accordance with the prOVISIons of Article
,\\'1 of the Constitution.
This proposed iaw adds sections to the Military and Veterans Code;
.. eretore. new pronSlOns proposed to be added are printed in italic
type to indicate tnat they are new.

PROPOSED LAW
SEC.:!. Arncie .5t (commencing with Section 998.(85) is added to
Chapter ti of DinslOn 4 of the Military and Veterans Code, to read;

Article St. v'eterans Bond Act of 1988
998JJ85. This article may be cited as the Veterans Bond Act of 1988.
998.086. The State General Oblif<ation Bond Lou' I Chapter 4 (commencinf< with Section 16720) of Part 3 of Division 4 of Title 2 of the
Government Codel. except as otherwise provided herein. is adopted for
the purpose
the Issuance. sale. and repayment of, and othen"v,se
prot'idinf< u'lfh respect to. the bonds authorized to be issued by this
article. alld the prot:lsiOllS of that law are included in this article as
thoUf<h set out 111 full in this article. All references in this article to
"herei1l" refer both to this article and that law.
998.087. As used herein. the following words shall have the followin[Z meanin[Zs:
(a) "Bond" means veterans bond. a state general obligation bond
issued pursuant to this article adopting the provisions of the State
General Oblif<atlOn Bond Lou'.
I bl "Committee" means the Veterans' Finance Committee of 1943.
ICI "Board" means the Department of Veterans Affairs.
(d) "Fund" means the Veterans' Farm and Home Building Fund of

ur

1943.

(e I "Bond act" means this article authorizing the issuance of state
fleneral obligation bonds and adopting the State General Obligation
Bond Low bl.! reference.
998.088. For' the purpose of creating a fund to provide farm and
home aid for veterans in accordance with the Veterans' Farm and Home
·chase Act of 1974 (Article 3.1 (commencing with Section 987.50)),
i of all acts amendatory thereof and supplemental thereto, the
committee may create a debt or debts. liability or liabilities, of the State
of California. in the aggrellate amount of not more than five hundred
ten million dollars (SSJO,ooo.()()()) in the manner provided herein.
998.089. All bonds authorized by this article. when duly sold and
ielivered as prof-'ided herein. constitute valid and legally binding
IZeneral obli[Zations of the State of California, and the full faith and
credit of the State of California is hereby pledged for the punctual
payment of both pnncipal and interest thereof
There shail be coilected annually in the same manner and at the
same time as other state rel'enue IS coilected a sum of money. in addition
to the ordinary revenues of the state, sufficient to pay the principal and
interest on these bonds as provided herein. and all officers required by
law to per/oml any duty ill regard to the collection of state revenues
shall collect this additiollal sum.
On the dates on u'hich funds are remitted pursuant to Section 16676
of the Government Code for the payment of the then maturing
principal and interest of the bonds i11 each fiscal year. there shall be
returned into the General Fund all of the money in the Veterans' Farm
and Home Building Fund of 1943, not in excess of the principal of and
interest on any bonds then due and payable, except as herein provided
for the prior redemption of the bonds. and, if the money so returned on
the remittance dates is less than the principal and interest then due and
payable, the balance remaining unpaid shall be returned into the
General Fund out of the Veterans' Farm and Home Building Fund of
1943 as soon as it shall become available, together with interest thereon
from the dates of maturity until so returned at the same rate of interest
as borne by the bonds. compounded semiannually.
998.(J9(). There is hereby appropriated from the General Fund, for

PBS

purposes of this article. a sum of money that u·i/l equal both of the
following:
- la) That sum annually necessary to pay the principal of and the
Interest on. the bonds issued and sold as prOVided herein. as that
principal and interest become due and payable.
(b) That sum necessary to carry out SectIOn 998JJ91. appropnated
without re[Zard to fiscal years.
998.091. For purposes of this article. the Director of Finance may. by
executive order. authonze the Withdrawal from the General Fund of a
sum of money not to exceed the amount of the unsold bonds which have
been authorized by the committee to be sold pursuant to this article.
Any sums Withdrawn shall be depasited in the Veterans' Farm and
Home Building Fund of 1943. All money made available under this
article to the board shall be returned by the board to the General Fund
from receipts from the sale of bonds sold under this article. together
with interest at the rate of interest fixed in the bonds so sold.
998.092. The boord may request the Pooled Money Investment Board
to make a loan from the Pooled Money Investment Account. in
accordance with Section 16312 of the Government Code, for the
purposes of carryini( out this chapter. The amount of the request shall
not exceed the amount of unsold bonds which the committee has. by
resolution, authorized to be sold for the purpose of carrying out this
chapter. The board shall execute whatever documents are required by
the Pooled Money Investment Board to obtain and repay the loan ..4ny
amounts loaned shall be deposited in the fund to be allocated by the
board in accordance with this chapter.
998.093. Upon request of the board, supported by a statement of its
plans and projects approved by the Governor. the committee shall
determine whether to issue any bonds authorized under this article ill
order to carry out the board s plans and projects. and, if so, the amount
of bonds to be issued and sold. Successive issues of bonds may be
authorized and sold to carry out these plans and projects progresSIvely,
and it is not necessary that all the bonds be ISsued or sold at anyone
time.
998.094. So long as any bonds authorized under this article are
outstanding. the Director of Veterans Affairs shall. at the close of each
fiscal year, require a survey of the financial condition of the Division of
Farm and Home Purchases, together with a projection of the division s
operations, to be made by an independent public accountant of
recognized standing. The results of each survey and projection shall be
reparted in writing by the public accountant to the Director of Veterans
Affairs. the California Veterans Board. and the committee.
The Division of Farm and Home Purchases shall reimburse the
public accountant for these services out of any money which the
division may have available on deposit with the Treasurer.
998.095. The committee may authorize the Treasurer to sell all or
any part of the bonds authorized by this article at the time or times
fixed by the Treasurer.
Whenever the committee deems it necessary for a1l effective sale of
the bonds. the committee may authorize the Treasurer to sell any issue
of bonds at less thall their par value. notwithstanding Section 16754 of
the Government Code. However, the discount on the bonds shall not
exceed 3 percent of the par value thereof
998.096. Out of the first money realized from the sale of bonds as
provided herein. there shall be redepasited in the General Obligation
Bond Expense Revolving Fund, established by Section 16724.5 of the
Government Code, the amount of all expenditures made for the
purposes specified in that section, and this money may be used for the
same purpose and repaid in the same manner whenever additional
bond sales are made.
998.097. A ny bonds issued and sold pursuant to this chapter may be
refunded by the issuance of refunding bonas in accordance with Article
6 (commencing with Section 16780) of Chapter 4 of Part 3 of DiL-ision
2 of Title 2 of the Government Code. Approval by the electors of the
state for the issuance of bonds shall include the approval of the issuance
of any bonds issued to refund any bonds originally issued or any
previously issued refunding bonds.
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Veterans Bond Act of 1988
Argument in Favor of Proposition 76

Californians nave long recognized a special debt to
those young men and women who. at great personal
sacrifice. served their state and nation in time of war. This
recognition has been best expressed by a 67 -year tradition
of support for Cal-Vet bonds which, at no cost to taxpayers, provides California veterans with loans used to
purchase or improve homes, mobilehomes, and farms.
This bond act will provide approximately 9,500 lowinterest loans for veterans of Vietnam and veterans of
other wars who have been disabled. It will allow these
more recent veterans to join nearly 400.000 veterans of
World War I, \Vorld \Var II, and Korea who have been
assisted in rejoining the mainstream of California life
through ownership of a home or farm. There are still
approximately 500,000 veterans eligible for the Cal-Vet
Home Loan Program.
The most remarkable feature of the Cal-Vet Program is
the fact that it is totally self-supporting. All principal and
interest owed to bondholders and all administrative costs

are repaid through contractual payments received from
veterans who hold Cal-Vet loans. So taxpayer money has
ever been needed to repay Cal- Vet bonds or to run the
Cal- Vet PTO{Zram!
Along with assisting veterans, the Cal-Vet Program
provides a needed stimulus to California's overall economy as money used to purchase new and existing homes
generates jobs and opportunities for businesses, professions, and trades connected with the state's housing
industry.
This act was approved overwhelmingly on bipartisan
votes of the Assembly and the Senate, It is endorsed b\"
every major veterans' organization in the state.
We respectfully ask you to vote FOR the Veterans
Bond Act of 1988 so that California can continue to keep
its commitment to the thousands of qualified veterans
who need and rightfully deserve this important benefit.
STEVE CLUTE
J/ember of the Assembly, 68th District
Rl:BE]\; AYALA
Member of the Senate.. 34th District

Rebuttal to Argument in Favor of Proposition 76
Debt is debt! Don't let anyone tell you it can't cost you.
Should a state economic problem develop, and the vets
would be unable to make their payments causing the CalVet program to default on its bond obligation, it would
then be the responsibility of the state to pick up the tab.
That means more money out of the taxpayers' pocket, in
this case it could mean hundreds of millions of dollars.
The national debt is now trillions of dollars of which we

Californians owe approximately v,.oth; we don't nE
tC'
contribute any more by adding our state debt obligabvn
The state and nation are both up to their "bazoos" in
debt and only a "bozo" would want more.
Vote :\"0 on Proposition 76.
H. L. RICHARDSON
State Senator, 25th District
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Veterans Bond Act of 1988
Argument Against Proposition 76
I am a World \Var II veteran. Also. I have been a
California legislator for 22 years and have watched the
state go deeper and deeper into bond indebtedness.
As of June 30, 1987. the total bond indebtedness of the
state was S23.100,000.000.00 (S23.1 billion). :'\ow. over
$3,100,000,000.00 ($3.1 billion I in additional bond indebtedness is being offered. at this election, to the taxpayers.
I believe the state is already up to its "bazoo" in debt~
Vote NO on Proposition 76.
H. L. RICHARDSO:\
State Senator, 25th District

Rebuttal to Argument Against Proposition 76
As we have stated in the previous argument the
Cal-Vet Home Loan Program and the bonds used to
finance this program have never cost the taxpayers one
cent. The entire cost of the bond. including principal,
interest and administrative cost. is borne entirelv bv the
borrower of the funds. The brokerage houses in the 'State
of California have alwavs rated the Cal-Vet bonds as AAA.
The state has never defaulted on these bonds during its 67
years of experience because the entire cost is borne by the
people who borrow the funds.
The Cal-Vet bonds are a benefit to the veterans of
California that the veterans pay for themselves, with the
state being a cosigner for the bonds.
STEVE CLUTE.
State Assemblyman. 68th District
Rt:BEN AYALA
State Senator, 34th District
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